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Summary 

The federal government has assumed principal responsibility for maintenance of the nation’s 
harbors and shipping channels. Harbor maintenance activities are overseen by the U.S. Army 
Corps of Engineers (the Corps or US ACE) and largely funded through the harbor maintenance 
trust fund (HMTF), which receives revenue from taxes on waterborne cargo and on cruise ship 
passengers. The future of the HMTF is a major issue in consideration of the Water Resources 
Development Act (WRDA), which is now pending in Congress. Legislation passed in the Senate 
(S. 601) and under consideration in the House (H.R. 3080), if enacted, would significantly 
increase, but by differing amounts, annual spending from the HMTF. Each bill would make a 
variety of other changes in the way federal harbor maintenance funds are allocated and spent, but 
there are notable differences between the two bills. 

The debate over harbor maintenance is occurring in the context of heightened interest in the cost- 
effectiveness of industrial supply chains. In 2010, the U.S. Departments of Transportation and 
Commerce launched the Competitive Supply Chain Initiative, which seeks to strategically 
improve the nation’s marine transportation system and its connecting infrastructure. Most sea- 
borne imports and exports move through a relatively small number of ports, but a significant 
proportion of HMTF spending is used to cover the cost of dredging harbors that have relatively 
little or no cargo. One reason for this is that the Corps still maintains navigation channels and 
harbors authorized a century or more ago, when maritime commerce was carried by smaller 
vessels utilizing a larger number of harbors and coastal channels protected from the open ocean. 
One key issue for Congress is the extent to which the HMTF, which is funded mainly by a tax on 
cargo, should give priority to improvements that do not benefit commercial shipping. 

Other key policy questions for Congress include the following: 

• Should the HMTF continue to finance dredging only of channels, which benefits 
mainly ports with shallow natural harbors, or should the scope of allowable 
activities be increased to benefit ports with deeper harbors, including some of the 
nation’s largest cargo ports? 

• Should there be a relationship between the amount of revenue collected from a 
port through harbor maintenance taxes and federal spending on that harbor? 

• Does the harbor maintenance tax, as presently levied, pose an obstacle to 
domestic shipping, and particularly to transshipment of international freight 
aboard coastal vessels? 

• Should the government be required to spend annual harbor maintenance tax 
collections when received rather than accumulating them in a trust fund, which 
would result in more spending for harbor maintenance but also increase the 
federal budget deficit? 

• Is the Corps compiling the necessary information to further improve the 
efficiency of the nation’s maritime supply chain and to ensure the efficient 
allocation of available resources? 
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Introduction 

More U.S. merchandise trade (measured in tons) is carried by oceangoing vessel than by 
airplanes, trucks, freight trains, and pipelines combined. About half of U.S. merchandise trade by 
value and nearly 80% by volume enters or leaves the United States through a seaport. 1 Harbor 
maintenance thus has a critical role in facilitating U.S. foreign trade. It is also important in 
minimizing the cost of trade between the continental United States, Alaska and Hawaii, and U.S. 
island territories. A limited amount of coastal shipping (e.g., Houston to Tampa) also relies on 
waterways and harbor channels maintained by the U.S. government. 

Congress has chosen to make the U.S. Army Coips of Engineers (the Coips or USACE) 
responsible for maintaining federal navigation channels. The Water Resources Development Act 
(WRDA) is the principal legislative vehicle for altering the Corps’ Civil Works Program; its 
consideration offers Congress an opportunity to revisit harbor maintenance policy. 2 In 1986, when 
Congress established current harbor maintenance policy, merchandise trade accounted for 14% of 
GDP. It now accounts for 25%, so decisions on harbor maintenance may have greater impact on 
the U.S. economy than was the case in 1986. 3 

Under existing law, the cost of harbor maintenance is supported by a harbor maintenance tax 
(HMT) on imported and domestic waterborne cargo and cruise passengers. The tax rate is 0.125% 
of the value of cargo shipped or cruise tickets sold, representing $1.25 per $1,000 of cargo or 
cruise ticket value. The tax is generally assessed at coastal and Great Lakes ports. 4 Almost all of 
the collected revenue is generated by imported waterborne cargo. 5 Revenue from the tax flows 
into the harbor maintenance trust fund (HMTF), which is used to cover the Corps’ cost of 
dredging channels, maintaining jetties and breakwaters, and operating locks along the coasts and 
in the Great Lakes. 

Unlike some other federal trust funds, such as the highway trust fund, the HMTF may be drawn 
on only with an appropriation by Congress. Under congressional budget rules, HMT revenue is 
scored as federal receipts, and expenditures from the HMTF are scored as current-year 
expenditures; thus, a surplus of HMT receipts over expenditures reduces the federal budget 
deficit. In recent years, a little more than half of the HMT collected annually has been spent on 
harbor maintenance. Unexpended HMT collections remain in the trust fund, and the fund balance 
is credited with interest from the Treasury. The balance in the trust fund was $8.5 billion as of 
July 20 1 3 . 6 In FY2014, the Corps expects the HMTF to receive $1.8 billion from the harbor 



1 David Long, International Trade Administration, “Our Marine Transportation System: The Competitiveness Context,” 
Coast Guard Proceedings, summer 2011, pp. 36-39. 

“ For further information on WRDA, see CRS Report R4 1243, Army Corps of Engineers: Water Resources 
Authorizations, Appropriations, and Activities, by Nicole T. Carter and Charles V. Stem. 

3 http://www.data.worldbank.org. 

4 There are some exceptions, including an exception for domestic cargo at ports in non-contiguous states. See 19 C.F.R. 
24.24 for details on tax assessment. In this report, “coastal” includes Great Lakes harbors. 

5 In FY2012, imported cargo generated 92% of revenue, domestic cargo 7%, and cruise passengers less than 1%. See 
http://www.savingsbonds.gov/govt/reports/tfmp/hmaint/hmaint.htm. The HMT as applied to exports was declared 
unconstitutional by the U.S. Supreme Court in United States v. United States Shoe Corp., 523 U.S. 360 (1998). 
President Clinton proposed a replacement fee designed to meet the Supreme Court’s definition of a user fee, H.R. 1947, 
106 th Congress. It was not adopted by Congress. 

6 See http://www.savingsbonds.gov/govt/reports/tfmp/hmaint/hmaint.htm. 
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